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At the request of the Office of the President, this report summarizes the achievements in fulfill-
ing the Plan for Socid Protection Reform 1997-2000 in four areas:
1) improving the housing subsdy program;
2) targeting of child care assstance and other benefits for very poor families,
3) reform of the Sate pension system; and
4) monitoring the socia protection needs of the population.

The following sections describe the achievements in each of these areas and the recommeda
tions for future actions.
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1. HOUSING SUBSIDY PROGRAM

1 ACHIEVEMENTS

In 1997, atotd of 6 million families — nearly 15 million people — received assistance a some time during
the year in paying for housing and communa services or for liquid gas and solid fuel. By December 1997,
3.4 million families were recaiving subsidies for housing and communa services that averaged 34 Hrn per
family. Throughout Ukraine, members of families recaiving housing sbsidies account for 18 percent of the
population For the average family recelving subsidies, the vaue of the subsidy was equd to 50 percent of
per capitafamily monthly income.

In 1997, atotal of 1.4 billion Hrn in subsdies were dlocated to the population. The savings in reduced
subsidies for housing and communa services exceeded 3.7 billion Hrn — dlowing a net budget savings of
2.3 hillion Hrn.

The totd adminigtrative cogts during of the housing subsidy program were about 20 million Hrn — about 1.5
percent of the value of subsidies distributed.

2. RECOMMENDATIONS

1. Increase the share of income families must pay toward the costs of housing and communa services and
liquid gas and solid fuel) from 15% to 20%. Thiswill reduce program costs by 250 million Hrn in 1998.

2. Pace dl housing subsidy offices under dua subordination -- to the Ministry of Labor and Socia Policy
aswdl asto locd adminigrations. This will dlow greater efficiency in program administration and the
crestion — with exiting loca offices of the Minisry — of asingle, unified systlem of providing targeted -
cid assistance to the population.

3. Enact Cabinet decree to improve the methodology for caculating housing subsidies as prepared by the
Minigtry of Labor and Socid Policy.

4. The Adminigration should emphasize the importance d naionwide implementation of auditing and in-
comeverification.
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2. TARGETED FAMILY ASSISTANCE

2.1 ACHIEVEMENTS

The Ministry of Labor and Socid Policy has implemented a program that provides an additiona 6.9 hrn
per month per child to dl families with children with per capitaincomes below 37 hrn.

This provides assstance to about 2.3 million children and assists the poorest families. The Minigtry is dso
developing adraft law to reform the fundamenta design of targeted family assstance.

2.2 RECOMMENDATIONS

1. The Government of Ukraine should create a unified system for providing targeted assstance to low in-
come families that includes the following types of assstance;

Housing subsidies,

Supplementary child care assstance to low income families,

Supplementary pension benefits to pensoners and invaids living in families receiving housing
subsidies with per capita incomes below a specified leve (perhaps 50 Hrn/month which would
assg twenty percent of families receiving housing subsidies);

Supplementary birth dlowances to low income families, and

Supplementary funerd dlowances for low income families.

1. Housing subsidy offices and locd offices of the Ministry of Labor and Socid Policy should be merged
asaunified system for providing targeted assstance.

2. The Government should establish atargeted assistance threshold each year that reflects the level of fam
ily per capita income to which targeted assstance will raise families — based on a fiscaly redidtic &-
sessment of the costs of providing the targeted assistance.

3. The Government should replace the existing system of privileges with a guaranteed system of targeted
assstance.

4. The Ministry of Labor and Socia Policy should immediately prepare the normative acts needed to
trarsfer the respongibility for distributing child care assistance for working people from enterprises to lo-
ca offices of the Ministry of Labor and Socid policy. Thisis needed in order to cregte the system de-
scribed in the preceding recommendations.
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3. PENSION REFORM

31 ACHIEVEMENTS

In 1997, the Pension Fund in collaboration with PADCO devel oped the software necessary for individua
reporting on employee wages to the Penson Fund. This can provide the basis for the reform of enterprise
reporting to the Tax Administration, the Socid insurance Fund, as well as to the Penson Fund. It will dso
provide the basis for the crestion of a personified database by the Penson Fund that will dlow the cacula-
tion of benefits based on past contributions and work experience, improve collections, and dlow the regr-
lation of private pension funds.

3.2 RECOMMENDATIONS

1. The Government of Ukraine should issue ingructions for the coordination of personified reporting by
enterprises and entrepreneurs (as described in the accompanying report).  This information reporting
system should be managed by the State tax Administration.

2. The Pension Fund of Ukraine should be given the responsibility for creating a personified database that
shows income, work experience, and contributions to the Pension Fund of al Ukrainians (as described
in the accompanying report).

3. The Government of Ukraine should gpply for a credit of $33 million to the World bank for the creation
of an individuaized reporting system and data base by the Penson fund of Ukraine. Thisis described in
detail in the accompanying report.

4. The Pensgon Fund should aso be given the respongibility for the transfer of dl individua work experi-
ence and wage information from work books and from locd offices of the Minitry of labor and Socia
policy to the Penson Fund database. All information should be maintained in the centra database of the
Penson Fund, and the Pension Fund would use this information to cacuate pensions due to Ukrainians
reaching penson age. The power to caculate pensons should be removed from locd offices of the
Ministry of Labor and Socid Policy by a specified dete.

5. The Pension Fund should aso be made solely responsible for administering the distribution of pension
benefits to digible people. The Fund should be required to digtribute al benefits directly to individua
bank accounts by a specified date.

6. Responghility for collecting dl taxes and dl contributions to state funds (indluding the Socid Insurance
Fund, the Employment Fund and the Pension Fund) should be the sole responsibility of the State tax
Adminigration. The State Tax Adminigtration should aso be given sole responghility for auditing infor-
mation provided by enterprises and entrepreneurs concerning their incomes, taxes, and fund contribu-
tions.

7. Improve the system for projecting revenues and expenditures of the Pension Fund through the develop-
ment of a computerized modd.

8. The Government should develop proposds for the creation of a mandatory, supplemental pension sav-
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4. MEASURING POVERTY AND MONITORING SOCIAL PROTECTION
PROGRAMS

4.1 ACHIEVEMENTS

In 1997, the Cabinet of Minigters created two Socid Protection Monitoring Centers that will collect infor-
mation on the socia protection needs of the population and asss in evauating how successfully programs
of the Government meet these needs. Computers and other related equipment for these centers has been
acquired by USAID and awaits decisons by the Ministry on the workplan for these centers. Their staff
have received training in statistics and data management.

4.2 RECOMMENDATIONS

1

The Cabinet of Minigters should clarify the responsbilities of the Socia Protection Monitoring centersto
fully utilize the skills and resources dreedy in place in research ingitutes subordinated to the Ministry of
Labor and Socia Policy. Clear authority for the management and operation or these centers must be
defined.

The Cabinet of Minigters should assign to the Ingtitute for Labor and Socid policy in Kyiv the respons-
bility for developing a new methodology for defining the poverty leve, in collaboration with the Ministry
of Finance, the Minigtry of Economy, the Ministry of Hedth, GoskomStat, and the Ministry of Labor
and Socid Policy. Reform the methodology of calculating the poverty leve to account for differencesin
type of resdence (urban and rurd), region of resdence, and dso family size and characterigtics. Thisis
necessary in order to assess how wel the housing subsidy program — and other programs of targeted
ass stance — perform in meeting the socid assistance needs of the population.

Reform the housing income and expenditure survey conducted by GosKomStat — by improving the
sample (and reducing its Sze), reducing the number of questions, automating data gathering and report
preparation procedures, and other steps recommended by internationa donors. Thisaso is necessary in
order to assess how well the housing subsidy program — and other programs of targeted assistance —
perform in meeting the socid assstance needs of the population.



